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1. Introduction 
 

1.1 Executive summary 

 
We are honored to present our December 2019 Monthly Tax Update (MTU) which is designed to keep 

businesses and individuals informed of the latest tax issues and bring value to both. Through our MTUs, 

we analyze tax developments to ensure that our valued clients are kept in tune with changes in the tax 

world. It is our sincere hope that these MTUs will keep our clients updated with information that includes 

changes in tax and other related laws, court decisions, announcements and interpretations that bring 

relevancy to the business environment. 

 

 Finance Act No.3 of 2019 passed into law: The government has gazetted into law the Finance Act no 

3 of 2019 through an extra ordinary government gazette issued on the 31st December 2019. 

 Royalties in foreign currency: Mineral royalties will be required to be paid in foreign currency by 

requiring that Mineral Marketing Company of Zimbabwe or any of its appointed agent to deduct and 

remit to ZIMRA minerals royalties in a foreign currency to the extent that the amounts from which 

the royalties are withheld are foreign currency amounts. 

 Job creation rebate: A rebate will be awarded to companies, trusts and individuals for creating 

employment for youth. The rebate will be deducted from the tax payable by the qualifying person and 

is ZWL$500 per month per each additional employee in the year of assessment, subject to an aggregate 

of ZWL$60,000 per annum. 

 Employment tax tables: Employment tax tables in Zimbabwe dollar are revised to start from 

ZWL$24,000 per annum (ZWL$2.000 per month) and the top rate of 40% will apply on annual 

earnings exceeding ZWL$600,000 (ZWL$50,000 per month) with effect from 1 January 2020. Where 

a person’s earnings are wholly or partly in foreign currency taxes shall be computed using foreign 

currency tables, with the Zimbabwe dollar portion of the income being converted to its United States 

equivalent at the interbank rate prevailing when the income was received, and aggregated to the part 

of the income denominated in United States dollar. 

 Income tax rate reduced: The rate of tax on profits has been reduced with effect from 1 January 2020 

to 24% from the current 25%. Companies, trusts and individual deriving income from trade or 

investment will qualify for this relief. The 3% Aids levy however remains in place giving an effective 

tax rate of 24.72% down from current 25.75%. 

 Maximum threshold for IMTT on which flat tax will apply: The maximum threshold on which a flat 

amount of ZWL$25,000 will apply thereafter has been set at ZWL$1,250,000. Both figures are being 

revised the current ZWL$15,000 and ZWL$750,000, respectively. 

 Two tax years being proposed for 2019: Two years of assessments have been gazetted for 2019 for 

persons deriving income from employment. The first one being a period of seven month beginning on 

1 January 2019 and ending on the 31 July 2019 and the second one beginnings on 1 August 2019 and 

ends on 31 December 2019. 

 Motoring benefits revised upwards: The Zimbabwe dollar motoring benefits are revised upwards with 

from 1 January 2020.  United States motoring benefits have also been gazetted for persons earning 

their taxable income from employment wholly or partly in foreign currency. 

 Non-resident broadcaster and e-commerce operator: A United States dollar minimum threshold of 

US$500,000 for non-resident broadcaster or e-commerce operators liable to pay 5% tax in Zimbabwe 

is gazetted. This amount replaces ZWL$500,000 with effect from the 24th June, 2019. Additionally, 

the non-resident broadcaster or e-commerce operator shall be required within 30 days of becoming 

liable to pay the tax or of the promulgation of the Finance (No. 3) Act of 2019, whichever occurs 

earlier, to appoint a person domiciled in Zimbabwe to act as its representative taxpayer. 

 Interest deduction cap for foreign loans: A ceiling has been placed on deduction of interest expenditure 

incurred on foreign loans for income tax purposes.  Any interest expenditure in excess of that which 

would have been payable had the exchange rate used to purchase the foreign currency needed to service 

the interest on the loan been the same exchange rate as that ordinarily offered to other clients of the 



 

financial institution providing or mediating the loan on the date of the transaction in question is 

disallowed. 

 Additional persons to be exempted from 10% withholding tax on local contracts: The definition of 

payee for purposes of 10% withholding tax on local contracts is being amended so as to exclude non-

resident persons who are subject to non-resident’s tax on fees, remittances and royalties, a non-resident 

broadcaster or e-commerce operator, non-executive director for purposes withholding tax on fees only, 

persons making any delivery of grain to the Grain Marketing Board and small-scale gold miner 

delivering gold to Fidelity Printers and Refiners (Private) Limited. 

 Tax free bonus reviewed: The bonus which will not suffer tax has been reviewed from ZWL$1,000 to 

ZWL$5,000. For those receiving or deemed to be receiving their earnings in foreign the tax free bonus 

is US$360. 

 Tax free retrenchment package reviewed: The retrenchment package which will not suffer tax has 

been reviewed from ZWL$10,000 to ZWL$50,000. Meanwhile the maximum exemption has been set 

at ZWL$80,000 (a third of ZWL$240,000), revised from ZWL$20,000 (a third of ZWL$60,000). For 

those receiving or deemed to be receiving their earnings in foreign currency the tax free retrenchment 

package is US$3,200 or a third of US$15,100, whichever if the greater amount. 

 Non-executive directors exempt from income tax: Non-executive directors have been exempted from 

paying income tax on fees from their directorship. Any other trade and investment of the director is 

subject to income tax. The effect is that 20% withholding tax to be deducted by the company on 

directors’ fees is now a final tax. 

 Miners get capital allowances on computer software developed or acquired: Mining operators are put 

at par with non-mining operators with regard to claiming of capital allowances on computer software 

developed or acquired. This is effected by amending the definition of “expenditure on equipment” to 

include tangible or intangible property in the form of computer software that is acquired, developed 

or used by a taxpayer in connection with his or her mining operations. 

 VAT rate reduced to 14.5%: The VAT standard rate for supplies by a registered operator, importation 

of goods or services and supplies made by non-registered operators through auction is reduced from 

15% to 14.5% with effect from 1 January 2020. 

 VAT on imported services claimable by registered operators: VAT on imported services incurred by 

registered operators will be claimable with effect from 1 January 2020. 

 VAT on non-resident broadcaster and e-commerce operator: Supplies made by non-residents subject 

to 5% income tax to be regarded local supplies subject to VAT. 

 Interest rate on tax due skyrockets across all tax heads: The Minister of Finance has issued SI280, 281, 

282 and 283 whose effect is to increase interest rate on tax due and refunds under Customs and Excise, 

Capital Gains Tax, Value Added Tax and Income Tax Acts, respectively. The SIs were published in 

the government gazette of 31st of December 2019 and becomes effective from the date of publication 

thereby repealing the old interest rate of 10% per annum and replacing it with 25%. 

 New VAT Registration threshold and other prescribed values: The Minister has in terms of s78 of the 

VAT Act issued SI285 of  2019, also known as Value Added Tax (General) (Amendment) 

Regulations, 2019 (No. 53). The SI amends the Zimbabwe values for VAT registration threshold, 

thresholds for classification in tax periods, amount qualifying for VAT deferment, among other 

changes. The SI was published in the Extraordinary Government Gazette of the 31st of December 

2019. 
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1.2 Tax Matrix News and Developments 
 

1.2.1 Tax Update seminar 2020 

 



 

1.2.2 Victoria Fall Conference 2020 (20- 23 May 2020) 

 



 

 



 

1.2.3 Monthly Tax Update 

 



 

2. Legislation 
 

2.1 Acts 
 

2.1.1 Finance Act No.3 of 2019 passed into law 
The government has gazetted into law the Finance Act no 3 of 2019 through an extra ordinary government 

gazette issued on the 31st December 2019. We summary these measures in full below. 

 

Royalties in foreign currency and various withholding taxes in Zimbabwe dollar 

Mineral royalties will be required to be paid in foreign currency by requiring that Mineral Marketing 

Company of Zimbabwe or any of its appointed agent to deduct and remit to ZIMRA minerals royalties in 

a foreign currency to the extent that the amounts from which the royalties are withheld are foreign 

currency amounts. Meanwhile the following taxes are no longer payable in foreign currency: 

 Non-resident shareholder’s tax 

 Resident shareholder’s tax 

 Resident tax on interest 

 Non-resident tax on fees 

 Nonresident tax on remittances 

 Non-resident tax on royalties 

 Tobacco levy 

 Automated financial institution tax 

 Intermediated money transfer tax (IMTT) 

 Property Insurance tax 

 Tax on non-executive  director’s fees 
These measures are with effect from 22 February 2019 
 

Job creation rebate 

A rebate will be awarded to companies, trusts and individuals for creating employment for youth. The 

rebate will be deducted from the tax payable by the qualifying person and is ZWL$500 per month per 

each additional employee in the year of assessment, subject to an aggregate of ZWL$60,000 per annum. 

This is explained in more detail in November 2019 MTU. This measure is with effect from 1 January 

2020. 

 

Employment tax tables 

Employment tax tables in Zimbabwe dollar are revised to start from ZWL$24,000 per annum 

(ZWL$2.000 per month) and the top rate of 40% will apply on annual earnings exceeding ZWL$600,000 

(ZWL$50,000 per month) with effect from 1 January 2020. Where a person’s earnings are wholly or 

partly in foreign currency taxes shall be computed using foreign currency tables, with the Zimbabwe 

dollar portion of the income being converted to its United States equivalent at the interbank rate prevailing 

when the income was received, and aggregated to the part of the income denominated in United States 

dollars. It appears taxes will then be remitted in the respective currencies in proportion to the earnings. 

The tax tables for 2020 in Zimbabwe dollar and United States Dollar are as follows, respectively: 

 

Zimbabwe dollar employment tax tables 

 

Annual bands Monthly Bands Rate 

- 24,000 - 2,000 0% 

24,001 90,000 2,001 7,500 20% 

90,001 180,000 7,501 15,000 25.00% 



 

180,001 360,000 15,001 30,000 30.00% 

360,001 600,000 30,001 50,000 35.00% 

600,001 or more 50,001 or more 40.00% 

 

United States dollar employment tax tables 

 

Annual bands Monthly Bands Rate 

- 840 - 70 0% 

841 3,600 71 300 20% 

3,601 12,000 301 1,000 25.00% 

12,001 24,000 1,001 2,000 30.00% 

24,001 36,000 2,001 3,000 35.00% 

36,001 or more 3,001 or more 40.00% 

 

 

Income tax rate reduced 

The rate of tax on profits has been reduced with effect from 1 January 2020 to 24% from the current 25%. 

Companies, trusts and individual deriving income from trade or investment will qualify for this relief. The 

3% Aids levy however remains in place giving an effective tax rate of 24.72% down from current 25.75%. 

 

Maximum threshold for IMTT on which flat tax will apply 

The maximum threshold on which a flat amount of ZWL$25,000 will apply thereafter has been set at 

ZWL$1,250,000. Both figures are being revised the current ZWL$15,000 and ZWL$750,000, respectively. 

The change is with effect from 1 January 2020. 

 

Two tax years being proposed for 2019 

Two years of assessments have been gazetted for 2019 for persons deriving income from employment. The 

first one being a period of seven month beginning on 1 January 2019 and ending on the 31 July 2019 and 

the second one beginnings on 1 August 2019 and ends on 31 December 2019. Therefore two ITF16s will 

be required for 2019 financial year within 30 days of end of each period of assessment. 

 

Motoring benefits revised upwards 

The Zimbabwe dollar motoring benefits are revised upwards with from 1 January 2020.  United States 

motoring benefits have also been gazetted for persons earning their taxable income from employment 

wholly or partly in foreign currency. Besides affecting employment tax, these have implication for VAT 

purposes if the employer is a VAT registered operator. The rates in Zimbabwe dollar and United States are 

as follows: 

 

Zimbabwe dollar motoring benefits 

Engine capacity (CC) Annual Monthly 

Up to 1500 54,000 4,500 

1501-2000 72,000 6,000 

2001-3000 108,000 9,000 

3001 and above 144,000 12,000 

 

 

 



 

 

United States motoring benefits 

Engine capacity (CC) Annual Monthly 

Up to 1500 3,600 300 

1501-2000 4,800 400 

2001-3000 7,200 600 

3001 and above 9,600 800 

 

Non-resident broadcaster and e-commerce operator 

A United States dollar minimum threshold of US$500,000 for non-resident broadcaster or e-commerce 

operators liable to pay 5% tax in Zimbabwe is gazetted. This amount replaces ZWL$500,000 with effect 

from the 24th June, 2019. Additionally, the non-resident broadcaster or e-commerce operator shall be required 

within 3 0  days of becoming l iable t o  p a y  t h e  t a x  o r  o f  the promulgation of the Finance (No. 3) 

Act of 2019, whichever occurs earlier, to appoint a person domiciled in Zimbabwe to act as its 

representative taxpayer. The appointment should be notified to the Commissioner in writing. In the event 

of no appointment being made, the Commissioner can appoint any person to be the representative of the 

non-resident broadcaster or e-commerce operator. Section 53 of the Income Tax Act has also been amended 

to add to the list of existing representative taxpayers, a person in Zimbabwe appointed by that non-resident 

broadcaster or e-commerce operator or by the Commissioner as aforesaid. 

  

Interest deduction cap for foreign loans 
A ceiling has been placed on deduction of interest expenditure incurred on foreign loans for income tax 

purposes.  Any interest expenditure in excess of that which would have been payable had the exchange rate 

used to purchase the foreign currency needed to service the interest on the loan been the same exchange rate 

as that ordinarily offered to other clients of the financial institution providing or mediating the loan on the 

date of the transaction in question is disallowed. This is effect from 1 January 2020. 

 

Additional persons to be exempted from 10% withholding tax on local contracts 

The definition of payee for purposes of 10% withholding tax on local contracts is being amended so as to 

exclude non-resident persons who are subject to non-resident’s tax on fees, remittances and royalties, a 

non-resident broadcaster or e-commerce operator, non-executive director for purposes withholding tax on 

fees only, persons making any delivery of grain to the Grain Marketing Board and small-scale gold miner 

delivering gold to Fidelity Printers and Refiners (Private) Limited. This amendment has the effect of 

exempting the said persons from the requirement to produce tax clearance for purposes of receiving their 

payments without the deduction of 10% withholding tax. This is with effect from 1 January 2020. 

Meanwhile, deliveries to Grain Marketing Board without producing tax clearance for the period 1 August 

2013 to 31 December 2019 has been condoned. The effect is that such deliveries are exempt from 10% 

withholding tax, but taxes already withheld are non-refundable. 

 

Tax free bonus reviewed 

The bonus which will not suffer tax has been reviewed from ZWL$1,000 to ZWL$5,000. For those 

receiving or deemed to be receiving their earnings in foreign the tax free bonus is US$360.  These 

measures are with effect from 1 November 2019. 

 

Tax free retrenchment package reviewed 

The retrenchment package which will not suffer tax has been reviewed from ZWL$10,000 to 

ZWL$50,000. Meanwhile the maximum exemption has been set at ZWL$80,000 (a third of 

ZWL$240,000), revised from ZWL$20,000 (a third of ZWL$60,000). For those receiving or deemed to 

be receiving their earnings in foreign currency the tax free retrenchment package is US$3,200 or a third 



 

of US$15,100, whichever if the greater amount. Bonus is US$360.  These measures are with effect from 

1 November 2019. 

 

Non-executive directors exempt from income tax 

Non-executive directors have been exempted from paying income tax on fees from their directorship. 

Any other trade and investment of the director is subject to income tax. The effect is that 20% withholding 

tax to be deducted by the company on directors’ fees is now a final tax. The director is also no longer 

required to be in possession of tax clearance to receive fees without suffering 10% withholding tax. 

 

Exemption interest on treasury bills backdated 

Interest income from treasury bills held by banks is not subject to income tax if the terms sheet of the 

Treasury bill specifies that the income was tax free. This exemption is backdated to 24th of November 

2014. This gives relief to banks for lending the government. 

 

Miners get capital allowances on computer software developed or acquired 

Mining operators are put at par with non-mining operators with regard to claiming of capital allowances 

on computer software developed or acquired. This is effected by amending the definition of “expenditure 

on equipment” to include tangible or intangible property in the form of computer software that is acquired, 

developed or used by a taxpayer in connection with his or her mining operations. The computer 

software" refers to “any set of machine-readable instructions that directs a computer's processor to perform 

specific operations”. The effect is that miners will be allowed to claim capital redemption allowances on 

computer software as aforesaid long after non-mining operators were granted this concession in 2015. 

There is no effective date but it appears miners will enjoy this benefit with effect from 1 January 2020. 
 

Expansion of exemption list for IMTT 

The list of transactions exempted from Intermediated Money Transfer Tax (IMTT) is expanded to 

include: 

 Social transfers by any organisation of body designated as a “development partner” as gazetted in the 

Privileges and Immunities Act. A “social transfer” means “social assistance in the form of money paid to 

those living in poverty or in danger of falling into poverty”. This is effective from 1 January 2020. 

 Transfer of money from the African Export-Import Bank (“Afreximbank”) established by the Bank 

Agreement. Bank Agreement” means “the Agreement for the Establishment of the African Export-

Import Bank (“Afreximbank”) signed in Abidjan, Ivory Coast, by African States and certain 

International Organisations on the 8th of May, 1993”. This is with effect from 13th of October 2018 

 

Minimum threshold for IMTT raised 

The amount of transfer not subject to Intermediated Money transfer tax is increased from ZWL$20 to 

ZWL$100. This is with effect from 1 January 2020. 

 

Clarity with regarding person liable for IMTT 

There has been confusion regarding whether the liability for IMTT is that of the financial institution or 

of the transacting persons. This due to the wording in the 30th Schedule to the Income Tax Act which 

states that “…the financial institution concerned shall pay to the Commissioner an intermediated money transfer 

tax on each such transaction…….Notwithstanding any other law, a financial institution that has paid intermediated 

money transfer tax may recover the tax from either of the persons on whose account the transaction was 

effected……..”.. The wording has been corrected to read that “the financial institution shall withhold and remit 

to   the Commissioner an intermediated money transfer tax on each such transaction”. And the requirement for 

financial institution to recover the tax from the transacting persons removed. It appears this is with effect 

from 1 January 2020. This date may create the risk of contestations for the period before this date. 

 

Exemptions from IMTT on certain transactions backdated 

The Finance Act no 2 of 2019 which was published in August 2019 gave exemptions from IMTT to the 

following transactions which are now being back dated to the 29th of March 2019: 

 the transfers to purchase auction or contract tobacco from buyers or contractors to auction floors; 

 the transfers by contractors and auction floors to growers of tobacco for deliveries of tobacco; 



 

 the transfers to buyers for the purchase of cotton or cotton seed from growers or contracted growers 

 the transfers by buyers to purchase cotton or cotton seed from growers or contracted growers 
 

VAT rate reduced to 14.5% 

The VAT standard rate for supplies by a registered operator, importation of goods or services and supplies 

made by non-registered operators through auction is reduced from 15% to 14.5% with effect from 1 

January 2020.  This change must be read together with transitional rules outlined in s73 of the VAT Act 

for purposes of dealing with overlapping supplies. We explain the transitional rules in section 4.3 of this 

MTU. 

 

VAT on imported services claimable by registered operators 

VAT on imported services incurred by registered operators will be claimable with effect from 1 January 

2020. This will be achieved through amending the definition of input tax to include VAT paid on 

importation of services by a registered operator. Secondly, by amending s15 (2) of the VAT Act to allow 

claiming of VAT incurred on imported services. The services concerned should have been acquired by a 

registered operator wholly for the purpose of consumption, use or supply in the course of making taxable 

supplies. To the extent the services are acquired by the operator partly in production of taxable supplies 

and some other purpose the only part of VAT on imported services to be claimed is that which relates to 

production of taxable supplies. An operator should to be in possession of an invoice and should have paid 

the tax to the ZIMRA to qualify for the input tax claim. The invoice is not in the strict sense a tax invoice. 

 

Exemption from VAT export tax on unbeneficiated lithium from SEZ 

The Finance Act suspends the collection of tax on exportation of unbeneficiated lithium with effect from 

1 January, 2020 to 1 January 2025. The unbeneficiated lithium exported should be in the form of spodumene 

and chemical grade petalite concentrate and made by a supplier who commenced or has commenced 

operations as a lithium producer in a Special Economic Zone with effect from 1 January 2020. 

 

VAT on non-resident broadcaster and e-commerce operator 

Supplies made by non-residents subject to 5% income tax to be regarded local supplies subject to VAT.  

Thus the supply of broadcasting services (radio and television services) and  e lec t ron i c  s e rv i ces  

from outside Zimbabwe to an address in Zimbabwe or to a person resident in Zimbabwe shall be deemed to 

be a supply made in Zimbabwe.The supplier or its representative to register and pay VAT on the supply. 

 

Back dating of adjustment for change in use 

The exemption of VAT on adjustment for change in use of capital goods caused by government policy is 

backdated to 1 January 2017. In terms of the VAT Act whenever there is an increase or decrease in use 

of capital goods in producing taxable supplies there is a deemed supply requiring VAT adjustment. 

Whereas S9 of 2016, SI20 of 2017 and SI26A of 2017 triggered decrease in use of capital goods and 

registered operators were required to make an adjustment for purposes of VAT to ZIMRA on such 

deceased use, but this was exempted by the Finance Act no 1 of 2018 with effect from of 1 January 2018. 

The rationale for this exemption was that it was triggered by the government policy. The current Finance 

Act backdates it to 1 January 2017. 

 

Documentary proof required for sale of specified assets in Zimbabwe dollar 

A sale of a specified asset is deemed paid for in a foreign currency at the United States dollar market 

valuation of the specified asset on the date of the sale and applicable capital gains tax remitted in foreign 

United States dollars. If otherwise the sale was in Zimbabwe dollar, the seller should provide 

documentary proof satisfactory to the Commissioner that sale was in Zimbabwe dollars to pay tax in 

Zimbabwe dollars. 

 

 

New rates of mineral royalties on certain minerals 

The Finance Act no 3 of 2019 reduces the rate of royalty on diamond from 15% to 10% with effect from 

1 January 2020. It also fixes the rate of royalty on “Black granite and other cut or uncut dimensional stone 



 

at 2% with effect from 23rd of February 2019. Producers of black granite and other cut or uncut 

dimensional stone were classified as miners by the Finance Act no 1 of 2019 effective 1 January 2019. 

 

Venture capital company exemption rules redefined 

Current legislation provides for exemption of receipts and accruals of any company which has as its 

principal object the provision of venture capital for development purposes subject to approval by the 

Minister by statutory instrument. The new law retains the exemption but dispenses with the need for 

Ministerial approval whilst also put further restrictions.  A “qualifying venture capital company or fund” 

is a company or fund which has as its principal object the provision of venture capital for development 

purposes and to which or in connection. To qualify for exemption, the venture capital company or fund 

as well as the recipient of the venture capital (“the recipient”) must be residents of or domiciled in 

Zimbabwe, and must be tax compliant (in proof of which the Commissioner may demand the production 

of the relevant tax clearance certificates). Further, the venture capital company or fund must not reinvest 

the receipts and accruals subject to exemption in a business for the sale, leasing or other dealing with 

immovable property, business ordinarily carried on by financial institutions, financial or advisory services 

(including legal services, tax advisory services, stock broking services, management consulting services 

and auditing or accounting services), gaming or games of chance. Additionally, it must not be listed on a 

stock exchange; and the recipient is or proposes to be active in agriculture, mining, manufacturing, 

tourism or other aspect of the economy deemed by the Minister by statutory instrument to be critical for 

national development or hold shares in the recipient to the extent of controlling it, nor must it exert control 

over the recipient directly or indirectly through a related entity; and the predominant mode by which the 

venture capital company finances recipients is by means of equity rather than debt.”; 

 

Table of Prescribed Tax Values 

The following are the new tax values enacted through Finance Act no 3 of 2019 and various statutory 

instruments: 

 

Valued Added Tax 

Item Amount (ZWL$) 

2020 

Amount (ZWL$) 

2019 

Compulsory VAT registration threshold 1,000,000 60,000 

Voluntary VAT Registration CG to fix minimum 

value 

CG discretion 

Qualification under VAT category C 4,000,000 240,000 

Qualification under VAT category D 2,000,000 120,000 

Minimum capital goods value for VAT adjustment 600 60 

Minimum lay bye value 250 25 

Value of supply not requiring tax invoice 100 10 

Minimum VAT to be Refunded 600 60 

Civil penalty per day for late submission of returns 300 30 

Civil penalty per day for late VAT registration 300 30 

Civil penalty per day for late  notification of change in status 300 30 

Minimum value qualifying for VAT deferment 48,000  

Penalty for delayed VAT arising from sale in execution of debt Amount of tax due  

 

Income Tax (corporate and employment taxes) 

Item Amount (ZWL$) 

2020 

Amount (ZWL$) 

2019 

Value of small loan free of employees’ tax 1,000 100 

Arrear Pension contribution by individuals 18,000 14,400 

Limitation on deduction of allowance to employee on 

annuity on grounds of ill health 

5,000 

4,000 

Limitation on deduction of allowance to former partner on 

annuity on grounds of ill health 

2,000 

1,600 



 

Limitation on deduction of allowance to dependent of 

former employee or partner 

2,000 

1,600 

Maximum deduction of donations to State, local authority, 

or religious organisation hospitals 

1,000 000 800,000 

 

Limitation of deduction on donation to a research institution 1,000 000 800,000 

 

Donation of educational equipment, construction, or 

maintenance, books and other educational materials. 

1,000 000 800,000 

 

 

Donation to the Public Private Partnership Fund 500,000 400,000 

Limitation of deduction on donation to the Destitute 

Homeless Persons Rehabilitation Fund 

750,000 400,000 

 

Limitation of deduction on expenditure incurred on 

Conventions and Trade Missions in connection with 

taxpayer’s trade (max one trade mission and one convention 

each 25k) 

25,000 20,000 

 

 

 

Limitation of deduction in respect of income of a 

Cooperative society. 

5,000 4,000 

 

Limitation of deduction on expenditure incurred on 

infrastructural development or maintenance of property 

owned by local authority 

500,000 400,000 

 

 

Maximum lease expenses for passenger motor vehicle 100,000 80,000 

 

Income tax liability not payable (if equal or less) 500 400 

Annual threshold amounts for the commencement of 

withholding tax on local contracts 

10,000 8,000 

 

Civil Penalty for failure to comply register as User 300 30 

 

Exemption of annuity on retirement lump sum payment cap 18,000 14,400 

 

Exemption from income tax of Lump sum payments from 

funds with changed rules 
18,000 14,400 

 

Fixed standard value in relation to a class of stud livestock 

limited to 
1,500 1,200 

Purchase price value in relation to stud livestock limited to 1,500 1,200 

 

Exemption of rental income in respect of tax payer aged 

55years or more 

30,000 3,000 

Exemption of pension commutation from the Consolidated 

Revenue Fund by person under 55years capped to 

60,000 10,000 

Exemption of a deposit with a financial institution to persons 

of 55 years and above 

30,000 3,000 

Exemption on banker’s acceptances and other discounted 

instruments traded by financial institutions and accruing to 

a taxpayer who is of or over the age of 55 year. 

30,000 3,000 

Cost of qualifying staff housing on computation of capital 

allowances limited to 

250,000 25,000 

Limitation of cost of farm dwelling on computation of 

capital allowances 

150,000 15,000 

Limitation of cost of passenger motor vehicle on 

computation of capital allowance (not mining( 

100,000 10,000 

Limitation of cost in respect of farm schools, hospitals, 

nursing homes and clinics on computation of capital 

allowances 

100,000 10,000 



 

Maximum amount allowable as capital allowance in respect 

of  a building used mainly as a dwelling by one or more 

individuals who control the mining company 

100,000 10,000 

Limitation of cost of passenger motor vehicle on 

computation of capital allowance ( mining) 

100,000 10,000 

Maximum allowance on expenditure incurred on permanent 

building where expenditure was incurred on or after 1 

January 2009 

500,000 50,000 

Deduction of expenditure incurred on renewal or 

replacement of buildings, works or equipment (mining) 

 

100,000 10,000 

Deduction of expenditure incurred on renewal or 

replacement of buildings used as dwelling (mining) 

15,000 12,000 

Amounts allowable as deductions for Employers of 

members of benefit funds who became members on or after 

the 1st April, 1958 

15,000 12,000 

Amounts allowable as deductions employers of members of 

new funds and members of funds with changed or 

unchanged rules who became members on or after the 1st 

July, 1960 

54,000 43,200 

Amounts allowable as deductions for Members of 

retirement annuity funds 
54,000 43,200 

Crediting of employees’ tax- where employee is credited in 

full when liability does not exceed 

50cents 40cents 

Limitation on expenditure on residential unit for petroleum 

operations 

100,000 10,000 

Limitation on expenditure on permanent building 250,000 25,000 

Informal Traders are individuals with a minimum income of 60,000 48,000 

 
Capital Gains Tax Act 

Item Amount in ZWL$ 

(2019) 

Amount in ZWL$ 

(2020) 

Assessed capital loss to be reduced by an amount of 800 1,000 

Amounts accruing to persons over 55 years on sale of 

marketable security 

14,400 18,000 

Limitation of deduction on computation of capital gains tax 400 500 



 

Presumptive taxes 

Item Presumptive Tax for 

(2019) (ZWL$) 

Presumptive Tax for  

(2020) (ZWL$) 

Operators of taxicabs for passengers not more than 7 25 250 

Omnibuses seating accommodation for not less than 8 or more 

than 14 passengers 

40 400 

Omnibuses seating accommodation for not less than 15 or more 

than twenty-four passengers 

40 400 

Omnibuses seating accommodation for not less than 25 or more 

than 36 passengers. 

70 700 

Omnibuses seating accommodation for not less than 37 

passengers 

100 1000 

Operators of goods vehicles of 10 tonnes or less but which is 

driving one or more trailers resulting in a combined carrying 

capacity of more than 15 tonnes but less than 20 tonnes. 

500 5000 

Operators of goods vehicles of 20 tonnes or more 500 5000 

Operators of driving schools providing driving tuition Class 4 

vehicles only. 

100 1000 

Operators of driving schools providing driving tuition Class 1 

and 2 vehicles. 

100 1000 

Operators of Hairdressing salons 100 100 

Operators of restaurants or bottle-stores 70 700 

Cottage industry operators 70 700 

Operators of commercial water borne vessels of not more than 

5 passengers 

60 600 

Operators of commercial water borne vessels of 6 passengers 

but less than 16 passengers 

100 1000 

Operators of commercial water borne vessels of 16 passengers 

but less than 26 passengers 

200 2000 

Operators of commercial water borne vessels of more than 26 

passengers but less than 50 passengers 

350 3500 

Operators of commercial water borne vessels of 50 or more 

passengers 

450 4500 

Operators of commercial water borne vessels of fishing rigs 80 800 

 

 

Appendix II:  Prescribed Amounts – Customs & Excise 
Item Old Values ZWL$ Amount in ZWL$ 

Registration fees for Inward processing rebate 160 200 

Registration fees for Motor Vehicle Assemblers 160 200 

Registration fees for Pharmaceutical Manufacturers 160 200 

Registration fees for beneficiaries of the (spirit rebate of duty) 160 200 

Registration of tyre manufacturers 160 200 

Entry of goods for importation 8,000 10,000 

Entry of goods for exportation 8,000 10,000 

Violation of Goods in transit rules 4,000 5,000 

Rent for State warehouse (less than 500kg) 16 20 



 

Rent for State warehouse (500 to 1000kg) 32 40 

Rent for State warehouse (more than 1000kg 48 60 

Rent for State warehouse (motor vehicles) 80 100 

Licensing fee 800 1,000 

Accounting fee 80 100 

Clearance fee 80 100 

Cancellation fee 80 500 

 

2.2 Statutory Instruments 
 
2.2.1 Interest rate on tax due skyrockets across all tax heads 

 

Background 

 

Interest on late paid tax is a compulsory charge set out in legislation to reflect the interest which would 

have accrued to the State had the correct amount of tax been paid at the right time. It is a compensation 

to the State of the opportunity cost of money. During inflationary times governments often fix higher 

interest to cater for opportunity cost and loss of monetary value. With this in mind, the Minister of Finance 

has issued SI280, 281, 282 and 283 whose effect is to increase interest rate on tax due and refunds under 

Customs and Excise, Capital Gains Tax, Value Added Tax and Income Tax Acts, respectively. The SIs 

were published in the government gazette of 31st of December 2019 and becomes effective from the date 

of publication thereby repealing the old interest rate of 10% per annum. 

 

Law and Interpretation 

 

Customs and Excise Duty (SI280) 

Section 202 of the Customs and Excise Act imposes interest on unpaid duty where goods have been 

released from customs control or are found to be liable to seizure because they were smuggled goods. 

This is the interest which is being fixed by SI 281 to be 25% of the duty for any month or part thereof 

during which the duty remains unpaid. However the interest only becomes payable after the first 30 days 

of the date of release from customs control of goods on which duty was not paid. In other words there is 

a grace period of 30 days from the date goods are released from customs control. The interest is suspended 

where as a result of incomplete or defective return submitted, the Commissioner General is satisfied that 

such incompleteness or defect was not due to any negligence or intent to evade the payment of duty on 

the part of the person responsible for paying the duty. The taxpayer is given 30 days from the date of 

notification to him by the CG to resubmit correct returns after which interest will be charged. Meanwhile 

refunds from ZIMRA are subject to interest at the same rate if not made within 30 days on which the duty 

subject to refund was paid, unless the overpayment was due to an incomplete or defective declaration 

which the Commissioner brought to the attention of the person responsible for payment of duty within 

that period. 

 

Capital Gains Tax 

SI 281 amends s26 of the Capital Gains Tax Act by increasing the interest on unpaid capital gains tax to 

25% for any month or part thereof during which tax remains unpaid shall. However the interest shall only 

become payable after the first 30 days of the date the tax became due. In other words there is a grace 

period of 30 days from the date tax became due. The interest is suspended where as a result of incomplete 

or defective return submitted, the Commissioner General is satisfied that such incompleteness or defect 

was not due to any negligence or intent to evade the payment of tax on the part of the taxpayer. The 

taxpayer is given 30 days from the date of notification by ZIMRA of defective or incomplete to correct 

and resubmit the return which interest will start to accrue. The SI also fixes a similar interest rate on 



 

delayed refunds, i.e. 25% for any month or part thereof. Refunds are deemed delayed if they are not paid 

within 30 days of the date tax was paid, unless the overpayment was due to an incomplete or defective 

return which has been notified to the taxpayer by the Commissioner. 

 

Income Tax Act 

SI 282 increases the interest on unpaid employees’ tax, QPDs, 10% withholding tax, non-resident 

shareholders tax, resident shareholders tax, non-resident tax on fees, non-resident tax on remittances, non-

resident tax on royalties, property insurance commission etc to 25% for any month or part thereof during 

which tax remains unpaid. The same interest rate applies on reduced assessments and refunds that are 

delayed by the Commissioner General. Refunds are deemed delayed if they are not paid within 30 days 

of the date of receipt of return by the Commissioner General (CG). However if the Commissioner General 

has brought to the attention of the taxpayer of submission of incomplete or defective return, interest will 

not be payable on delayed refunds until after expiry of 30 days from the date fresh returns were submitted. 

 

Value Added Tax 

A new interest rate regime of 25% for any month or part thereof is established through SI 283 in respect 

of VAT that is not paid on time. Also, refunds that are not paid by the CG after submission of a non-

defective and complete return should be paid to a taxpayer plus interest of 25% for any month or part 

thereof. 

 

Decision impact 

 

Interest will be computed based on old rates up to 31st of December 2019 and new rates thereafter. For 

instance a tax debt which accrued prior to 31st of December 2019 but remains outstanding in full or in 

part after this date will be subject to old rate up to 31 December 2019 and new rate after this date. The 

fact that the interest rate is per month or any part of a month thereof signifies a higher annualised interest 

rate of at least 300%. This is by far more than the current penalty rate of up to 100%.  A taxpayer that 

pays its tax late could therefore be found paying the tax due plus 4 times that tax inclusive of both penalty 

and interest. This a serious message from the government against late payment of tax. Taxpayers should 

take heed and pay their taxes on time in order to avoid such cost. Interest is almost a non-negotiable (not 

subject to waiver) debt due to the State. The circumstances in which the interest due to the state is granted 

are more often than not very difficult to obtain for a taxpayer. Further, the fact that the Minister has not 

ring-fenced the new rate to Zimbabwe dollar taxes makes the interest unbearable for persons liable to pay 

their taxes in foreign currency. We urge the Minister to revisit this and ring fence the new rate to 

Zimbabwe dollar tax debts. 

 

2.2.2 New VAT Registration threshold and other prescribed values 

 

Background 

 

The Minister has in terms of s78 of the VAT Act issued SI285 of  2019, also known as Value Added Tax 

(General) (Amendment) Regulations, 2019 (No. 53). The SI amends the Zimbabwe values for VAT 

registration threshold, thresholds for classification in tax periods, amount qualifying for VAT deferment, 

among other changes. The SI was published in the Extraordinary Government Gazette of the 31st of 

December 2019. It contains other measures which we discuss separately for the convenience of our 

readers. 

 

Law and Interpretation 

 
Item Amount (ZWL$) 

Compulsory VAT registration threshold 1,000,000 

Voluntary VAT Registration CG to fix minimum value 

Qualification under VAT category C 4,000,000 



 

Qualification under VAT category D 2,000,000 

Minimum capital goods value for VAT adjustment 600 

Minimum lay bye value 250 

Value of supply not requiring tax invoice 100 

Minimum VAT to be Refund 600 

Civil penalty per day for late submission of returns 300 

Civil penalty per day for late VAT registration 300 

Civil penalty per day for late  notification of change in status 300 

Minimum value qualifying for VAT deferment 48,000 

Penalty for delayed VAT arising from sale in execution of debt Amount of tax due 

 

Decision impact 

 

The above thresholds are with effect from 1 January 2019. The revision had become necessary due 

changes made by SI33 and 142 of 2019 which made the Zimbabwe dollar the functional currency. 

Thresholds had become meaningless in light of this and the ever rising inflation Meanwhile the SI has 

stated that the “summary is merely for the convenience of the taxpayer and should not be taken as a definitive 

guide or authoritative interpretation of the law.” This implies that a better reference point can be made which 

is superior to these regulations in respect of the summarised requirements. Therefore, to the extent that a 

taxpayer may want to rely on the summarised requirements as authority for taking a particular approach, 

the taxpayer cannot successfully do so, but however, the prescribed values in the SI remain of 

authoritative force. 

2.2.3 Live animals zero rated and various types of tobacco exempted 

 
Background 

The Minister has in terms of s78 of the VAT Act issued SI285 of 2019, also known as Value Added Tax 

(General) (Amendment) Regulations, 2019 (No. 53) which has the effect of removing unclear VAT 

treatment of supply of certain live animals. The said live animals are currently zero rated and exempted 

at the same time.  The SI also explicitly states the various types of tobacco to be exempted. The provisions 

which are being repealed state VAT exemption on “Items of other tobacco not sold on the auction floors” 

without stating the types of such tobacco. 

 

Law and Interpretation 

 

Exempted to tobacco 

The supply of following types of tobacco is exempt from VAT with effect from the 31st of December 

2019. 

 
Item Type of tobacco 

2401.10.10 - - - Flue cured, of the Virginia 

2401.10.20 - - - Burley 

2401.10.30 - - - Dark fired 

2401.10.40 - - - Oriental 

2401.10.50 - - - Sun cured 

2401.10.90 - - - Other 

 

Live animals 

The Minister of Finance and Economic Development through SI285 has repealed the following items 

from the exemption list in terms of First Schedule of the VAT Regulation of 2003 (SI273 of 2003): “(11) 

Supply of live animals of the following tariff codes 01.01; 01.02; 01.03 and 01.04.”. This is with effect from the 

31st of December 2019. 
 

 



 

Decision impact 

The SI removes ambiguity to the treatment of live animals as stated. These are zero rated in terms SI172 

of 2014 with effect from 1 January 2015, whilst the exemption provision which is now being repealed 

was enacted through SI75 of 2010 effective 26th of March 2010. The contra fiscum rule would apply in 

treating the items as zero rated during the time dual legislation applied. 

 

2.2.4 Export tax on unbeneficiated hides 

 
Background 

 

The government has for a long time relaxed export tax on unbeneficiated hides to enable registered dealers 

of hides get rid of excess stock of hides. Section 12C of the VAT Act provides for export tax on 

unbeneficiated hides of $0.75 per kg on exported consignments or 15% of the export consignment of 

hides whichever is higher. Unbeneficiated hides means raw or untanned animal hide excluding crocodile 

skin, goat or sheep skin or any hide, skin or hair that is or forms part of a trophy as defined by or under 

the Parks and Wild Life Act (Chapter 20.14). 

 

Law and Interpretation 

 

The Minister of Finance and Economic development has issued SI277 also to be cited as the Value Added 

Tax (Unbeneficiated Hides Export) (Amendment) Regulations, 2019 (No. 1). This SI sets the new stockpiles as 

follows to be exempted from export tax for a period of two years starting from 1st January, 2020. 
 
Name of Company Number of Hides Weight of export (kg) 

Meggertop Enterprises 30,000 690,000 

Global Tanners (Private) Limited 30,000 690,000 

Bellevue Abattoirs (Private) Limited 15,000 345,000 

Bulawayo Abattoirs 35,000 805,000 

Surrey Abattoirs (Private) Limited 10,000 230,000 

MC Meats (Private) Limited 38,000 874,000 

Koala Park Abattoirs (Private) Limited 40,000 920,000 

ER York (Private) Limited 20,000 460,000 

Outback Safaris 10,000 230,000 

Afro Hides and Skins (Z) (Private) Limited 15,000 345,000 

 

Decision impact 

 

The suspension of export tax on unbeneficiated hides is an area that has received as many amends. Local 

producers of leather products have not been able to consume all supplies resulting in stockpiles. This SI 

is meant to assist hide dealers in exporting excess stockpile of hides by removing export tax on the ring 

fenced quantities. 

 

2.2.5 Duty free extension on powdered milk and Safari Operators’ motor vehicles 

Back ground 
 

In January 2019 The Minister of Finance and Economic Development granted a suspension of duty relief 

to specific motor vehicles imported by Safari Operators and also to powdered milk importers. The relief 



 

was for a period of one year ending 31 December 2019. The current SI extends this relief for another 

period of 1 year for powdered milk importers and 2 years for Safari Operators. 

 

Law and Interpretation 

Minister of Finance and Economic Development has, in terms of s235 as read with s120 of the Customs 

and Excise Act [Chapter 23:02] issued SI276 also to be cited as the Customs and Excise (Suspension) 

(Amendment) Regulations, 2019 (No. 224). The SI amends s9K (Suspension of duty on specified motor 

vehicles imported by Safari Operators) of the Customs and Excise (Suspension) Regulations, 2003, 

published in Statutory Instrument 257 by extending the expiry of date of relief to 31 December 2021. 

Each registered tour operator is allowed up to a maximum of fifty-six new buses of a sitting capacity of 

at least eight to fifty-five passengers including the driver. The SI also amends s9Q of the same regulation 

(Suspension of duty on powdered milk imported by approved importers) to expire on 31st December 2020 

as well as ring fencing the duty suspension as follows: 

 
Decision impact 
 

The extension hopefully will ensure supply of powdered milk in the country whilst efforts are being made 

localise production which is currently difficult because of the obtaining economic environment. 

 
2.2.6 Duty suspension on luxury buses and raw wine 
 

Back ground 

The Minister has published Statutory Instrument no 276 of 2019 also cited also to be cited as the Customs 

and Excise (Suspension) (Amendment) Regulations, 2019 (No. 224). The SI suspends import duty on 

luxury and public service buses, and on raw wine. This is in addition to measures discussed above. 

 

Law and Interpretation 

The raw wine to be imported by approved manufactures which qualify for suspension of is as follows: 

 

 
Name of company 

Proposed allocation for 2020 (Kg) 

 

Full Cream Milk 

Powder 

 

Skimmed Milk 

Powder 

Alpha Omega Dairy 90,000             30,000 

Carnethy Estate (Private) Limited 50,000 — 

Competitive Brand Shapers, t/a CBS 100,000 — 

Dairibord Zimbabwe (Private) Limited 500,000           1,000,000 

Dendairy (Private) Limited 1,000,000              100,000 

Gouda Gold, t/a Yomilk 100,000               100,000 

Sondelani Ranching (Private) Limited, t/a Hamara Foods 40,000  

Kefalos Cheese Products 100,000                175,000 

Kershelmer Dairies 100,000 100,000 

Milkzim (Private) Limited 10,000 — 

Machiareer Investments (Private) Limited t/a Mr. Brands 75,000 — 

Nestle Zimbabwe (Private) Limited — 300,000 

Prodairy (Private) Limited 1,500,000 — 

Sedgemoor Dairies 50,000 — 



 

 
Description of goods Commodity code Ring fenced allocation (ltrs/annum) 

Other wine of alcoholic strength by 
volume not exceeding 14% vol 

2204.29.99 200,000. 

 

The suspension of duty on luxury buses imported by approved importers also extended by 1 year to 31 

December 2020. The same applies to public service buses imported by approved importers. The number of 

busses to be imported per annum by an approved importer has been increased from two to five buses. 

 

Decision impact 

The decision to extend the duty suspension on public service buses will go a long way in resolving the 

woes of civil servants. Meanwhile luxury buses importation at no duty will possibly reduce road carnage 

arising generally from worn out fleet. 

 

2.2.7 Additional Pharmaceutical raw materials now qualify for rebate. 
 

Background 

 

The Minister of Finance and Economic Development has published SI 278 of 2019 which contains some 

pharmaceutical raw materials to qualify for duty rebate. The SI may also be cited as the Customs and Excise 

(Pharmaceutical Manufacturers) (Rebate) (Amendment) Regulations, 2019 (No. 5). 

 

Law and interpretation 

SI 278 amends the Customs and Excise (Pharmaceutical Manufacturers) (Rebate) Regulations, 2005, 

published in Statutory Instrument 174 of 2005 by deleting the following table: 

 
 

Tariff code Description 

29.35 2935.00.00 Silver Sulphadiazine Bp 

39.35 3935.90.00 Sulphamethoxazole Bp, Superamide Bp, Furosemide Bp, Glibenclamide Bp, 

Sulphadoxine Bp and Sulphadiazine Bp”; 

 

The above table is replaced by the following table 

Tariff Code Description 

28.17 2817.00.00 Zinc Peroxide 

28.39 2839.90.00 Other Silicates 

29.09 2909.49.00 Other ether, alcohols 

29.33 2933.39.90 Other, compounds containing an unfused pyridine ring (whether or not 

hydrogenated) in the structure 

29.35 2935.90.00 Sulphonamides, Sulphamethoxazole Bp, Superamide Bp, Furosemide 

Bp, Glibenclamide Bp, Sulphadoxine Bp and Sulphadiazine Bp 

29.36 2936.21.00 Vitamin A 100 000 (W/Soluble), Vitamins Acetate 

32.04 3204.17.00 Pigments and preparations 

32.06 3206.49.00 Colourants and dyes 

39.12 3912.39.90 Other cellulose acitates 

 3912.90.00 Other cellulose ethers. 

 

Effective date 1 January 2020. 



 

2.3 Bill Watch 
Nothing to report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

3 Court Cases and Appeal 
 

3.3 Court Appeal 
 

3.3.1 Mismatch between ITF16 and accounts uncovered taxpayer’s error on provisions 
 

Case name DNS (PVT) LTD vs. Zimbabwe Revenue Authority HH 722-19 (FA22/16) 

Summary  This is an appeal against the disallowance of deductions made by DNS in respect 

of target bonus, leave bonus, gratuities and leave pay. 

 This followed the ZIMRA investigation of the taxpayer which revealed that the 

salaries and wages recorded in the taxpayer’s financial statements were higher than 

those contained in its ITF 16 returns. 

 The taxpayer had deducted the expenses in its income tax returns as expenses 

incurred in the course of trade or the production of income in terms of s 15 (2) (a) 

of the Income Tax Act, but did not compute employees’ tax  on them. 

 Based on these findings, ZIMRA issued income tax amended assessments 

disallowing the said expenses and hence the current court case. 

Jurisdiction Special Court of Income Tax Appeals 

Issues  for 

determination 
 Whether or not the amounts claimed as deductions by the taxpayer  in respect of the 

said expenses due to its employees were mere provisions or accruals 

 Whether or not the said amounts had been incurred at the time of their deduction 

 If they were provisions, could they be deducted based on the generally prevailing 

practice allowing deductions of provisions when the assessments were made 

 If they were accruals, was the taxpayer liable to pay PAYE on such amounts 

 Whether or not the penalty imposed was appropriate, and the quantum thereof. 

Date of 

decision 
 3 October 2017 and November 2019 

Decision  That each of the items claimed by the taxpayer were provisions having failed the 

incurred test and the general practice which provides for allowing provisions. 

 That the amounts were not incurred at the time of their deductions since incurred 

means an unconditional legal obligation to pay and yet the payment of all the 

amounts in question were subject to fulfilment of certain conditions 

 That DNS’ reliance on the general practice for allowing provisions failed because 

the practice did not exist after 1 January 2010 and that it did not abide by the 

conditions of the practice which requires the provisions deducted to be brought into 

gross income in the following year. 

 That PAYE would have been found applicable if amounts were payable and payable 

is synonymous with incurred. 

 That the penalty levied by the Commissioner is found appropriate in that although 

DNS was a law abiding corporate citizen it disingenuously and pretentiously sought 

to rely on a “practice generally prevailing” which it failed to abide by. 

 That the ZIMRA assessments are hereby confirmed and each party bears its costs. 

Decision 

Impact 
 Taxpayers should cease claiming deductions or making decisions based on the 

ZIMRA practices or interpretations issued prior to 1 January 2010, these are now 

non-binding opinions. They should obtain binding practices by applying for an 

advance tax ruling in terms of s34D of the Revenue Authority Act (Chapter 23:11). 

 Further reliance on the expert opinion cannot exonerate taxpayers from highest 

ZIMRA penalties when there is tax evasion or avoidance of paying taxes and this is 

because tax avoidance is evil (see comment by MACDONALD JP, in F v 

Commissioner of Taxes 1976 (1) RLR 106 (A) at 113D). 



 

 Taxpayers should check for consistency of figures and numbers within their records 

as this can be a source of ZIMRA enquiry. 

 

The facts 

DNS was incorporated in 2002 and operates in the mining industry. It employed both contract and 

permanent workers. Its operations were governed by the provisions of a registered Collective Bargaining 

Agreement (CBA) which provides among others payment of various bonuses. DNS deducted such 

bonuses as expenses incurred in the course of trade or the production of income in terms of  s 15 (2) (a) 

of the Income Tax Act to which the ZIMRA disallowed on the basis that they were provisions. Although 

the taxpayer accepted provisions were non-deductible, it contended the said expenses were wrongly 

described by it as provisions when in truth and fact, they were incurred in the financial year to which they 

related. It argued they were incurred before year end and paid in the following financial year. On the 

other, the ZIMRA contended that the taxpayer reserved these amounts in each financial year in question 

but incurred the liability to pay in the subsequent financial year. 

 
Issue Court reasoning and decision 

Whether or not the 

pay in lieu of leave, 

bonuses and 

gratuity were mere 

provisions or 

accruals 

 

 That DNS averred that the deducted amounts were provisions and in terms of 

s 36 (1) of the Civil Evidence Act [Chapter 8:01] it should be bound by this 

admission. 

 That the section provides:“36 Admissions (1) An admission as to any fact in issue 

in civil proceedings, made by or on behalf of a party to those proceedings, shall be 

admissible in evidence as proof of that fact, whether the admission was made orally or 

in writing or otherwise. (2) Subject to subsection (3), in determining whether or not 

any fact in issue in civil proceedings has been proved, the court shall give such weight 

to any admission proved to have been made in respect of that fact as the court considers 

appropriate, bearing in mind the circumstances and manner in which the admission 

was made. (3)It shall not be necessary for any party to civil proceedings to prove any 

fact admitted on the record of the proceedings. (4) It shall not be competent for any 

party to civil proceedings to disprove any fact admitted by him on the record of the 

proceedings: Provided that this subsection shall not prevent any such admission being 

withdrawn with leave of the court, in which event the fact that the admission was made 

may be proved in evidence and the court may give such weight to the admission as the 

court considers appropriate, bearing in mind the circumstances in which it was made 

and withdrawn”. 

 That as per s36 (4), DNS is precluded from disproving the concession unless 

it successfully withdraws it with the leave of the court. 

 That it did not seek to withdraw the “judicial admissions” at any stage after 

filing its case or even after the issues for appeal had been determined. 

 That its oral evidence and submissions also liberally classified them as 

provisions. 

 That it was only in reply to the ZIMRA’s written and oral submissions that it 

stated the admission had been amended by the evidence led by both parties on 

appeal. 

 That this is incorrect since its witnesses continuously referred them as 

provisions. 

 That in any event, DD Transport (Pvt) Ltd v Abbot 1988 (2) ZLR 92 (S) at 

98A-B negates the submission made it in this regard. 

 That in that case GUBBAY JA approved as had done MACDONALD ACJ in 

Moresby-White v Moresby-White 1972 (1) ZLR 199 (AD) at 203E-H the dicta 

of DAVIS AJA in Gordon v Tarnow 1947 (3) SA 525 (AD) at 532 that: “It does 

not seem to me that such a discretion could be exercised, in a case where the admission 

has been made in a pleading, in any other way than by granting an amendment of that 

pleading.” 



 

 That based on the taxpayer’s answer the amounts were provisions and not 

accruals. 

 That the fact that no PAYE was deducted also confirmed they were provisions. 

 That nevertheless the parties sought for determination whether the amounts 

were incurred in the financial year to which they related or in the subsequent 

year. 

 That incurred is similar to “an unconditional legal obligation to pay.” (G Bank 

Zimbabwe Ltd v Zimbabwe Revenue Authority 2015 (1) ZLR 348 (H) at 354E-

355A and the case cited therein). 

 That the sentiments of CORBETT CJ in Edgars Stores Ltd v Commissioner of 

Inland Revenue 1988 (3) SA 876 (A) at 889A-D are worth repeating. “Thus it 

is clear that only expenditure (otherwise qualifying for deduction) in respect of which 

the taxpayer has incurred an unconditional legal obligation during the year of 

assessment in question may be deducted in terms of s 11 (a) from income returned for 

that year. The obligation may be unconditional ab initio or, though initially 

conditional, may become unconditional by fulfilment of the condition during the year 

of assessment; in either case the relative expenditure is deductible in that year. But if 

the obligation is initially incurred as a conditional one during a particular year of 

assessment and the condition is fulfilled only in the following year of assessment (the 

other requirements of deductibility being satisfied). It is, of course, important in this 

context to distinguish between (i) expenditure in respect of which the obligation is 

conditional and remains so during the year of assessment, and (ii) expenditure in 

respect of which the obligation is or during the year of assessment becomes 

unconditional, but cannot be quantified until after the termination of the year of 

assessment.” 

 That applying the law to the facts on each of the item in question, the issue for 

determination is discharged as follows: 

Cash in lieu of leave, CILL 

 That it was common that the employees accrue leave days every month. 

 That the CBA provides for: 

 Leave payment to be made at the time when leave is taken while annual 

leave shall be paid before the employee proceeds on leave if the leave is in 

excess of 7 consecutive days. 

 All annual leave shall be taken at the convenience of the employer, and 

shall be on 14 days’ notice” and is granted by the employer. 

 An employee may accumulate twice as many days of the total due or thrice 

if going on extended leave and may not forfeit excess days if failure to take 

leave is at the employer’s request. 

 Any employee who has completed not less than 6 months continuous 

service shall receive cash in lieu of annual leave on termination of 

employment, such payment being in respect of that portion of the annual 

leave which has been earned to the date of termination. 

 “Any payment in lieu of annual leave may be made by mutual arrangement 

between employer and employee.” 

 That the three criteria that must be met before the employer incurs an 

unconditional obligation to pay as prescribed in the CBA were: (1) all annual 

leave must be taken at the convenience of the employer on 14 days’ notice 

from the employee (2) payment shall be paid before the employee proceeds on 

such leave and (3) all leave other than sick leave shall be paid at the time the 

leave is taken. 

 That the convenience of the employer entails the approval of the employer 

 That these three criteria must take place contemporaneously with the leave. 

 That the setting aside of payments as done by the taxpayer for cash in lieu of 

leave for use in the future constituted a provision. 



 

 That for the taxpayer to have incurred the amounts in the tax years the 

deductions were made, the actual leave or encashment should have taken place 

in those years. 

 That besides taxpayer’s employment contracts allows accumulation of leave to 

a maximum of 90 days and this clause together with the three criteria entails 

the employer’s approval were conditions which eschew the claimed 

deductions. 

 That again, as regards cash in lieu of leave on termination, the unconditional 

obligation to pay takes place on termination and not before this date. 

 That failure also by taxpayer to provide evidence of the number of employees 

whose contracts terminated on or prior to the financial year end proved 

disastrous. 

 That accordingly  cash in lieu of leave was a provision 

Bonuses 

 That DNS had six types of bonuses for its employees i.e. incentive, production 

target, the maintenance and safety, the leave pay and the 13th cheque bonus. 

 That these were categorized in the amounts of bonuses actually paid during the 

tax years in question and the amounts payable in the following tax year. 

 That they were neither in writing nor were there copies of the schemes 

provided to the employees as per the CBA requirements. 

 That the CBA provides for the bonus to be settled as follows: “(a) Except 

when his employment has been terminated- ,,(iii) all bonus payments or like benefits 

due to an employee shall be paid within 14 working days of the end of the period to 

which such bonus payments relate.” 

 That the payment of bonuses were subject to (1) to the setting of the key 

performance indicators by management, (2) the performance by the employee 

and (3) the monitoring and evaluation of such performance by management 

followed by the authorisation and approval to make payment. 

 That the unconditional obligation to pay takes place at the authorisation and 

approval stage and which per the CBA is within 14 working days of the end of 

the period for which the bonus is payable. 

Target and leave bonus 

 That this type of bonus was unique to the mining industry and payable to the 

employee upon either proceeding on leave or encashing his leave days. 

 That DNS averred that management set quarterly targets for employees in 

respect of target bonus and the employee would be entitled to it upon 

attainment of target and the payment being made in the following year. 

 That production and safety bonuses were paid quarterly or every 60 days. 

 That when the amounts were deducted in the tax years in which they were 

made DNS did not have an unconditional obligation to pay. 

The 13th cheque 

 That the 13th Cheque was paid once a year after year end but expensed in the 

year of assessment and its payment depended on the sole discretion of 

management. 

 That DNS was unable to prove that this bonus was paid at year end other than 

stating that it was the responsibility of management without elaborating how 

and by whom the decision to avail the 13th cheque was taken. 

 That its company secretary and first witness being the privileged person could 

not demonstrate how the bonus system was operated or to at least provide 

minutes of the meeting or the resolution of the directors authorising such 

payment. 

 That in the absence of such documentary evidence it is difficult establish that 

DNS had an unconditional obligation to pay the 13th cheque before the year 

end. 



 

 That its failure to establish that the decision to pay the 13th cheque was not 

made after the financial year end could not help its matter. 

Gratuity 

 That the gratuity was in terms of the CBA and payable to a temporary 

employee who had served at least 3 months, at the end of his employment 

period as a percentage of his basic salary and based on the period served. 

 That DNS had an unconditional obligation to pay the gratuities during the 

subsistence of contract on the basis of whatever period it paid the basic 

earnings. 

 That it’s CBA imposed by operation of law an unconditional obligation to pay 

the gratuity due to the contract employee during the year by 30 September. 

 That anything outside this would constitute provisions which would be payable 

upon employee fulfilling the implicit and underlying contractual obligations 

that would be condition of rendering service to DNS in the future. 

 That amounts which were described as “year-end accruals” had not been 

incurred in the respective tax years to which they were made but merely 

constituted provisions made for a future eventuality. 

 That the said deductions claimed in each of the years in question were 

provisions. 
Whether or not the 

amounts claimed 

by DNS were  

incurred at the time 

of their deduction 

 That DNS failed to establish that these items were incurred in the particular 

tax years in which the deductions were claimed. 

 That s 16 (1) (e) of the  Income Tax Act denies deduction of amounts carried 

into reserve and as contended by ZIMRA the claimed deductions were in 

substance analogous to provisions carried into reserve. 
If they were 

provisions, were 

they deductible on 

the basis of the 

generally 

prevailing practice 

allowing such 

amounts when 

assessments were 

made 
 

 That DNS contended that the provisions were deducted in accordance with a 

practice generally prevailing in the ZIMRA’s office at the time the original 

assessments in reliance to s 47 (1) (i) of the Income Tax Act. 

 That s47(1) denied the Commissioner from making adjustments or a call upon 

a taxpayer to pay the correct tax if the original assessment was made in 

accordance with the practice generally prevailing at the time the assessment 

was made. 

 That the ZIMRA denied the existence of the practice post 1 January 2010. 

 That as held in  CUT (Pvt) Ltd v ZIMRA HH 664/2019 self-assessments are 

deemed assessments  issued by the ZIMRA 

 That ZIMRA is incorrect to state that a self-assessment falls outside s47 (1). 

 That DNS said it relied on the interpretation of s47 (1) regarding the 

applicability of the Commissioner’s Handbook to leave pay, directors’ fees, 

bonuses etc. 

 That the Handbook reads as follows: “The deduction not allowed are- (e) Income 

taken to a reserve fund or capitalized in any way. In practice this paragraph is not 

applied to specific reserves created in respect of leave pay, director’s fees, bonuses and 

the like. Such reserves and provisions will be allowable deductions if – (i) the 

amounts are voted on or before the date of the relative amounts or the annual general 

meeting at which they were considered; and (ii) the income is taxable in the year of 

assessment in which it is allowed as a deduction.” 

 That the ZIMRA disputed the existence of such a practice in respect of a 

provision of leave pay as deductible against income prior to 1 January 2010. 

 That rather it linked the practice to the treatment of doubtful debts by the 

legislation before the repeal of s 15 (2) (g) (ii) of the Act on 1 January 2010. 

 That s15 (2) (g) (ii) allowed the Commissioner to approve deductions in 

respect of doubtful debts in a year of assessment provided that such a claim 

would be added back to income the following tax year. 



 

 That as per the ZIMRA no law existed at the time for dealing with leave pay 

provisions, so he extended the principle applicable to doubtful debts to leave 

pay, directors’ fees, bonuses and the like. 

 That this practice was in two parts, the ZIMRA allowed the claim in the tax 

year and then would add back the amount claimed to income in the following 

tax year. 

 That as per the ZIMRA since the practice for doubtful debts were abandoned 

in 2010 the same should be applied to leave pay provisions because it lacked 

the philosophical grounding provided by doubtful debts. 

 That despite DNS’s arguing that the provision relating to doubtful debts had 

nothing in common with the practice relating to leave provisions, the two were 

treated in the same way by the Commissioner. 

 That DNS did not dispute that the practice was abandoned in 2010 but 

contended this was not communicated to it by the ZIMRA until the 

assessments in question. 

 That the admission by DNS that the practice ceased on 1 January 2010 

confirms that the practice was indeed abandoned effective that date. 

 That its assessments were filed when the practice it relied upon no longer 

existed. 

 That even if the practice existed at the time DNS filed the tax returns in 

question, DNS had to satisfy the appeal court by hard credible evidence that it 

complied with both sub-para ((i) and (ii) in para [145] of the Handbook. 

 That DNS required was to show that the amounts relating to the four items 

were voted on or before the date of the relative accounts or annual general 

meeting at which they were considered and the income was taxed in the year 

following that in which it was allowed as a deduction which it failed to do. 

 That also it had no documentary proof it reversed provisions in the following 

year. 

 That therefore DNS did not rely on the Handbook in this appeal. 

 That more so LFCZ Ltd v Zimbabwe Revenue Authority HH 164/2019 at pp 

13-15 stated the Handbook was a written statement issued by the 

Commissioner which had the effect of a non-binding private opinion. 

 That DNS could not also use its contents without first establishing whether or 

not it was issued after 1st January 2007. 

 That even if the practice existed when self-assessments were issued, DNS 

failed to establish that it abided by the conditions contained in the practice. 

 That DNS did not rely on the alleged practice generally prevailing when it 

claimed the said deductions and thus ZIMRA was correct to disallow them. 
If they were 

accruals, whether 

DNS was liable to 

pay PAYE on such 

amounts 
 

 

 That if the amounts were incurred in the tax years they were deducted, DNS 

was to pay PAYE in terms of s 73 (1) ARW para 1 & 3 of the 13th SCH. 

 That Para 1 defines remuneration as any amount which is “paid or payable to 

any person by way of (inter alia) leave pay, bonus, gratuity” etc. 

 That Para 3 obliges every employer who pays or liable to pay any amount by 

way of remuneration to withhold PAYE and remit it to the ZIMRA. 

 That the terms “payable” and “becomes liable to pay” are same as incurred. 

 That therefore DNS should have paid PAYE on the deductions in dispute 
Whether or not it 

was appropriate to 

impose a penalty 

and if so the 

quantum thereof 
 

 That PL Mines (Pvt) Ltd v Zimbabwe Revenue Authority 2015 (1) ZLR 708 

(H) at 730B-D sets out the principles governing the imposition of a penalty 

that the appeal court is not bound by the Commissioner’s considerations. 

 That DNS is incorrect to state that in terms of s 46 (6) that in rendering an 

incorrect return in each year did not intend to defraud the revenue or to 

postpone the payment of the tax as chargeable, or intend to evade tax and 

according to request for full penalty waive on the basis of the opinion 



 

expressed by DAVIS J in ITC 1725 (2000) 64 SATC 223 (C) at 235-236 to the 

effect that the application of legitimate tax planning mechanisms by a taxpayer 

with the help of professional advice did not amount to tax evasion but to tax 

avoidance and should not be punished at all. 

 That the view is foreign here, MACDONALD JP, in F v Commissioner of Taxes 

1976 (1) RLR 106 (A) at 113D stated that tax avoidance is evil. 

 That the practice deserves censure given also the fact that DNS disingenuously 

and pretentiously sought to rely on a “practice generally prevailing” it failed 

to abide by. 

 That taking into account the personal circumstances of DNS, it is a first 

offender and always a law abiding corporate citizen except in the current case. 

 That in submitting incorrect returns, it appeared genuinely unaware of the 

change in practice, but its failure to abide by the conditions of the said practice 

raised its moral turpitude given also the fact that the amounts involved are 

significant. 

 That based on this it is difficult to ascertain whether or not DNS’ failure to 

abide by the conditions of the said practice demonstrated an intention to 

defraud the revenue or to postpone the payment of the proper tax chargeable. 

 That however ZIMRA’s submission that DNS did not intend to evade tax or 

defraud the revenue and that the penalty imposed by the Commissioner was 

most appropriate give helps its case. 

 That without probing this further,  DNS’s conduct came perilously close to 

defrauding revenue by seeking deductions which were obviously not due and 

the penalty level by the Commissioner is thus appropriate. 
Resolution  That in line with s 65 (12) of the Act neither Commissioner’s claim was 

unreasonable nor DNS’ grounds of appeal was frivolous. 

 That based on this finding the request DNS to invoke the provisions of ss 15 

(2) (aa) of the Act cannot succeed and each party is to bear its own costs. 

 That the appeal be and is hereby dismissed in its entirety and the ZIMRA’s 

assessments are hereby confirmed. 

 

 

3.4 Fiscal Appeal 

Nothing to report. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

4. Interpretations & Announcements 
 

4.1 Tax Matrix Analysis of Existing and New Legislation 
 

4.1.1 VAT on imported services refund for registered operators is back 
 

Background 

 

At the beginning of 2019 the government extended the VAT on imported services burden to persons who 

are registered operators to the extent such persons use the imported services to produce taxable supplies. 

Prior to 2019, only persons who were not VAT registered and those consuming or utilising imported 

services to produce exempt supplies would bear the VAT on imported services. Barely 12 months after 

promulgation; it appears government has repealed the same law through the back door by way of a 

provision in the Finance Act no 3 of 2019. The amendment allows registered operators to claim input tax 

on imported services if such services are used to produce taxable supplies. 

 

The law and interpretation 

The laws on imported services as they applied prior to 1 January 2019 affected only persons who utilised, 

consumed or used imported services in the production of non-taxable supplies. Non-taxable supplies refer 

to supplies which are VAT exempt or which are outside the VAT scope. Essentially organisations such 

as banks, insurance companies, pension funds, educational institutions, medical aid societies, registered 

operators to the extent they produced exempt supplies, individuals importing services for personal 

consumption etc were the bearer of the VAT on imported services. This changed on 1 January 2019 to 

require services imported by registered operators to be VATABLE despite such services also used to 

produce taxable supplies. This is because the definition of imported services was changed to refer to 

“supply of services that is made by a supplier who is not resident in Zimbabwe or carries on business 

outside Zimbabwe to a recipient who is a resident of Zimbabwe to the extent that such services are utilised 

or consumed in Zimbabwe.” This new definition entails that the recipient of the services must be a resident 

of Zimbabwe who acquires services from a non-Zimbabwean resident or from a Zimbabwean supplier 

who carries on business outside Zimbabwe and such services are utilized or consumed in Zimbabwe. 

Therefore any person who imports services as defined, is required to account for VAT on imported 

services. The Finance Act no 3 of 2019 repeals this position and it requires registered operators to claim 

input tax on imported services used to produce taxable supplies. This is effected by amending the 

definition of input tax to VAT payable on imported services. Secondly, by amending section 15 (2) of the 

VAT Act to allow claiming of VAT incurred on imported services. The services concerned should have 

been acquired by a registered operator wholly for the purpose of consumption, use or supply in the course 

of making taxable supplies. To the extent the services are acquired by the registered operator partly in 

production of taxable supplies and some other purpose the only part of VAT on imported services to be 

claimed is that which relates to production of taxable supplies. A registered operator needs to be in 

possession of an invoice and should have paid the tax to the ZIMRA to qualify for the input tax claim. 

The invoice is not in the strict sense a tax invoice. In essence registered operators will be allowed to 

recover VAT on imported services with effect from 1 January 2020 which they would have incurred and 

paid to the ZIMRA. 

 

Decision Impact 
 

The effect is that the impact of VAT on imported services payable by the registered operator will be 

reduced by the refund to the extent the imported services are utilised, used or consumed in the 

production of taxable supplies. However they will first declare and pay VAT on imported services to be 

allowed to make the claim. 

The change also comes with it administrative cost in terms of declaration, paying of VAT and filing 

returns and subsequent VAT claims. There are also cashflow implications of having to first pay the 

VAT and then claiming it back. Companies need working capital to survive the current economic 

onslaught and the Minister should heed the call for a rescue package for job creation and survival of 



 

companies. The law however brings goods news to registered operators as they can now claim VAT as 

aforesaid. 

 

4.1.2 Case of youth rebate is the fiscal incentive worth the cost of inexperience 
 

Background 

 

The Minister of Finance and Economic Development, Honorable Mthuli Ncube has announced through 

his 2020 National Budget speech a tax rebate for companies which hire young people  with effect from 

1 January 2020. This is to encourage job creation for young people. The relief will be available to 

companies and trusts who are tax compliant, subject to other terms and conditions as fully explained 

below. 

 

Law and Interpretation 

 

Effective 1 January 2020 the government shall be giving the youth empowerment credit to companies 

and trusts registered to pay employees' tax and who are tax compliant. That is the company or trust 

should be registered for income tax and compliant in previous tax period; as proof the Commissioner 

may demand the company or trust tax clearance. The company or trust will be entitled to deduct the tax 

rebate or credit from its income tax (corporate income tax) payable.  The credit is an amount calculated 

at the rate of ZWL$500 per month for each additional employee. The aggregate credit shall however 

not exceed ZWL$60,000 in any given year of assessment. There is a 12 months waiting period that an 

employee must go through. He or she becomes eligible once he/she has completed 12 consecutive 

months in employment. A qualifying employee does not include a trainee, intern, and apprentice or 

material employee. According to section 2 of the Labour Act a managerial employee means means “an 

employee who by virtue of his contract of employment or of his seniority in an organisation, may be required or 

permitted to hire, transfer, promote, suspend, lay-off, dismiss, reward, discipline or adjudge the grievances of other 

employees.” Thus the credit to be granted in the year of assessment is that of employees who have had 

more than 12 months with the company. It appears the twelve is computed from the day the person was 

recruited and the allowance granted in respect of the applicable months in the year of assessment in 

which the credit is sought. Only those employees who have exceeded the threshold qualify for the credit. 

The credit is granted to the company or trust and deduct deducted from the income tax payable by a 

company or trust that employs any additional employee aged thirty years or less during the year of 

assessment. Companies and trusts whose turnover exceeding US$1 million, sole trader, independent 

contractors and partnerships are disqualified. 

 

Decision Impact 

 

Employers will be required to keep detailed record of new employees and this should be updated on an 

annual basis. There is need for ZIMRA approval on compliance in order to qualify for the youth 

empowerment incentive. The taxpayer has to fulfil all conditions for the credit to apply. ZIMRA is still 

to clarify whether the ZWL $ 500 is convertible to USD to offset against tax in foreign currency if a 

company has tax obligations in foreign currency.  The idea is welcome as it will go a long way reducing 

the risk and cost of hiring inexperienced people seeking work for the first time. The million dollar 

question is that are the costs of inexperience thereby experimenting and all the administration costs 

worth investing in this rebate at all? 

 

4.1.3 Rolling over to the new VAT reduced rate watch out transitional issues 

 

Background 

 

The VAT rate has been reduced from 15% to 14.5% with effect from 1 January 2020. This places 

Zimbabwe amongst the lowest VAT countries in the SADC region. South Africa recently moved to 

15%, Zambia is on 16%, Malawi 16.5%. Mozambique 17%, Botswana 12% etc. The reduction of VAT 

is a welcome move by the Minister of Finance and Economic Development. The key issue for 



 

consideration by taxpayers becomes the VAT treatment of transactions that were in the pipeline. Which 

rate is applied to such transactions, the old rate or the new rate? To address this question are the 

transitional provisions in the section 73 of the VAT Act. A quick analysis of these provisions shows a 

variation from the normal time of supply rules as provided for in section 8 of the VAT Act. The new 

time of supply rules as amended by the Finance Act 1 of 2019 provide that a registered operator becomes 

liable to VAT the moment it issues an invoice or receives payment for the supply, the time of removal 

of the goods for movable goods, the time of possession for immovable property, whichever of occurs 

first. It is these rules that are deviated from by virtue of the decrease in the rate of tax. We outline below 

the variations that arise by virtue of section 73. 

 

Law and interpretation 

 

Supply of movable goods 

Section 73(1) of the VAT Act provides that goods are deemed to be provided by the supplier when the 

goods are delivered to the recipient. This is not a variation from the normal time of supply rules which 

were amended last year to include delivery as a time of supply for movable goods. So the rules as they 

applied last year on delivery of movables will still apply in transition to the new rate. If the delivery of 

movable goods happened in a period before the 1st of January 2020, then the rate of 15% will be applied 

on the supply. 

Supply of goods under a rental agreement 

The supply of goods under a rental agreement shall be deemed to be provided to the recipient when he 

takes possession or occupation. This is also in tandem with the new time of supply rules. Therefore, 

there is not much variation from the rules as they prevail in the Act in that respect. Thus, if the conditions 

that trigger supply as defined herein are met before the effective date of the new tax rate, then the old 

rate of 15% will apply on the supply. 

Supply of immovable property 

Goods which are fixed property supplied by way of a sale and the transfer is done by registration in a 

deeds registry, are deemed be delivered when registration is effected. This is a clear variation from the 

time of supply rules as they apply now. As explained earlier on, for immovable property, the time of 

supply shall be the time of possession of the immovable property, invoice or payment whichever occurs 

earlier. If these conditions were met prior to the effective date of the new tax rate, then the standard rate 

would apply.  In general, where certain goods or services are provided or performed before the effective 

date of any change in the tax rate, the old rate applies to such supplies even though the usual time of 

supply in respect of such supplies occurs after effective date. 

Supply under a Layby agreement 

Where goods are sold in terms of a lay-by agreement and the deposit is paid before the effective date of 

the change of tax rate, the supply is deemed to be at the old rate even though the goods are delivered 

later on after the effective date. 

 

Decision Impact 

 

Companies do not have not enough time to plan or prepare for the changeover. They will need to review 

existing contracts that provide for ongoing or periodic supplies of goods/service as well as the resulting 

system and documentation changes that should be effected internally before the effective date. They 

will also need to consider the impact of the change on their business and manage communication to 

customers. Training of staff is also necessary to manage smooth transition. The ZIMRA would also 

need to have a plan in place for dealing with incorrect application of the law. Taxpayers should be 

careful to treat transactions correctly for VAT purposes and give adherence to the transitional provisions 

to avoid penalties and interest. This is because the rate to be applied on 1 January 2019 will depend on 

whether the time of the supply made was before or after this date. The Act considers the effect of the 

change on goods provided by registered operators before the rate change, goods supplied under a rental 

agreement or periodic arrangement where payment is based on progressive work done before the rate 

changes and services performed prior to change of tax rate.  Taxpayers need time to amend their systems 

and procedures to properly implement the VAT rate change. This is good news for individuals and 

companies. 



 

 

4.1.4 Are educational institutions completely exempt from VAT? 

 
Background 

 

Universities, primary and secondary schools and other institutions have their mandate provision of 

educational and training services. In support of this mandate such institutions may also provide boarding 

services, hostel and canteen services, sporting facilities etc to their students and third parties. Others 

have also innovated to offer conference facilities, wedding halls, office facilities or premises, sales of 

goods like books, stationery, uniforms, sport wear, and farm produces among other items. Although the 

provision of educational and training services in a registered institution is VAT exempted, the supply 

of support or ancillary services as aforesaid or sale of goods may create a VAT nexus for the educational 

institution. 

 

Law and Interpretation 

 

Section 11 (g) of the VAT Act exempts the supply of any educational or training services in respect of 

pre-school, primary, secondary, university or technical education, including the education or training of 

physically or mentally handicapped persons, in any institution which is registered under any law 

administered by the Ministry responsible for education or higher education.  The educational and 

training services includes the provision to the institution’s students and students of fellow registered 

institutions of sporting facilities, accommodation, hostel or canteen services as integral part of supply 

educational and training services. 

 

As the provision expressly states, the supply of goods e.g uniforms, sale of books, farm produce unless 

the item is specifically zero rated or exempted in terms of the law, is standard rated. Also standard rated 

is the provision of sporting facilities, hire of venue or equipment to third parties. The exemption is also 

not extended to the supply of accommodation, hostel or canteen services to third parties. These are 

persons who are not students of the institution or fellow registered institutions. Hostel or canteen 

services supplied to the institution or fellow registered institution’s students if such services are provided 

independently under a contract or other arrangement with the institution attracts VAT at 15%. The 

legislative provision does not provide for what constitutes an independent contract, but this can be 

deduced from the dictionary meaning of integral and independent. Collins online dictionary defines 

integral as something essential part of the thing. The term independent according to online Cambridge 

English Dictionary means not influenced or controlled in any way by other people, events, or things.  

An independent contract or arrangement therefore is separately identifiable contract. Therefore an 

educational institution which runs its own catering facility acting as a principal mainly for the benefit 

of its pupils or students where the charge for those supplies is included in the tuition fee charged is 

exempt from VAT on the catering services. If the catering facility operates as an independent branch or 

under a third party contract so that prices are charged separately from any tuition fees, VAT at 15% is 

applicable. In summary the hostel or services that can be subsumed within the overall exempt supply of 

educational or training services is free from VAT.  It also does not matter if the charges for the hostel 

or canteen are itemised separately from the bare tuition fee. The exemption will apply as long as those 

goods and services are necessary for, subordinate and incidental to the educational services. 

 

Decision Impact 

 

In a nutshell boarding schools, universities, colleges with boarding facilities are not subject to VAT as 

long as the charge for these facilities is contained in the same contract with tuition fees. Educational 

institutions which provide hostel or canteen services on a separate invoice from the tuition invoices, run 

the risk of being construed to have two separate contracts i.e. that of supply of educational services and 

the supply of hostel or canteen services.  They should consider invoicing tuition fees with 

accommodation and canteen fee to escape the risks of not being exempted from VAT as a result of 

having an independent contract. 



 

Disclaimer Clauses 

 

The information contained in this MTU is for general guidance only and is not intended as a substitute 

for specific advice in considering the tax effects of particular transactions. Whilst a lot of care has been 

taken in the compilation of the information and opinions contained in this publication, no liability is 

accepted for the consequences of any inaccuracies contained in this guide. The information does not 

constitute a legal advice nor can it be relied on in any dispute with the tax authorities and shall not 

constitute any legal or tax opinion in this or any jurisdiction.  The analysis contained in this MTU is 

based on the current legal framework which is subject to change and Tax Matrix (Pvt) Ltd or its 

employees assume no obligation to update or otherwise revise the materials contained in this or any of 

its MTUs. In making their considerations, recipients or people with access to the MTU are advised to 

make their own independent assessments, and, in this regard, to consult Tax Matrix or their own 

professional advisors before taking any action. The information and opinions contained in this MTU is 

valid as at the date of uploading on the website, preparation or compilation, any of its contents may be 

subject to change without notice. The information contained and opinions contained in this MTU are 

for the purpose of general information (“the purpose”) and for no other purpose.  The company disclaims 

any responsibility for the use of the information contained herein for a different purpose or context. The 

information contained and opinions contained herein must not be copied, published, reproduced or 

distributed in whole or in part to others at any time by the recipients. Tax Matrix (Pvt) Ltd retains all 

intellectual copyright information contained and opinions contained in this MTU. Recipients should 

seek the written permission of the company before distributing copies of information and opinions 

contained in the MTU to third parties. 
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